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TO OUR SHAREHOLDERS 


1974 was a year of exceedingly strong 
demand for the products and services of 
the Company and a record year for sales 
and earnings. 


Consolidated sales for the year ended 
December 31, 1974 rose to $27,100,267, 
a 46% increase over 1973. Consolidated 
earnings before extraordinary income 
increased to $1,420,971 compared to 
$100,691 in 1973. Consolidated net earn- 
ings after extraordinary income increased 
to $1,795,471 compared to $287,129 in 
1973. 


The achievements of the Company are 
particularly gratifying to management in 
light of the fact that 1974 was generally 
regarded to be a difficult year for the tire 
industry. The first half of the year was 
Characterized by abnormal shortages of 
virtually every commodity required to 
produce tires — synthetic rubber, pro- 
cessing oils, chemicals, steel for beads, 
and nylon tire cord. Not only were 
shortages evident but prices escalated 
rapidly as well. These circumstances 
changed abruptly in the last half of the 
year. Shortages became surpluses; prices 
stopped rising; and in the case of raw 
rubber prices dropped dramatically. In 


such uncertain economic times manage- 
ment has had to plan with extra care in 
taking steps to meet the increasing de- 
mand for our products. 


In order to meet this increased demand 
for new tires and retreads we accelerated 
our program of capital expenditures. In 
1974 we spent $1,614,492 on capital 
expenditures and in 1975 we are budgeting 
to spend in excess of $2,500,000. These 
expenditures will increase the capacity 
of our plants, improve productivity and 
advance the Company's objective of 
modernization and technological improve- 
ment in both our new tire and retread 
facilities. 


Although the labour relations environ- 
ment in Canada is marked by unrest, we 
were recently able to negotiate new con- 
tracts at both our retread and new tire 
manufacturing plants. 


In February, 1975 we purchased the 
assets of our distributor in British 
Columbia to put us in a better position 
to service that market area. In British 
Columbia the forestry industry is a large 
user of our skidder tires and its mining 
industry, lead by a soaring increase in the 


production of coal, is a large user of our 
loader and large truck tires. We believe 
that this acquisition will increase our 
penetration in the British Columbia 
market. 


Consistent with the Company’s program 
of expanding its branch network to meet 
the needs of our customers, new branch 
facilities are planned in the near future 
for Halifax, Wabush, La Grande River, 
Fort McMurray, and Whitehorse. 


The outlook for the Company in 1975 is | 


uncertain. We do not expect raw material 


eae 


cost increases or supply problems to have | 


a negative impact on profit margins, but 
we are faced with increased operating 
expenses. New tire sales to original equip- 
ment manufacturers have begun to show 
some weakness from the economic re- 


cession now world-wide in scope. In | 


contrast, however, several of Our major 
markets remain strong. The demand for 
off-the-road tires in the mining, heavy 
construction, and energy-related indus- 
tries, such as oil and coal, continue to 
show strength. 


The 1975 results will reflect the effects 


of the current recession and our earnings | 


for the first half of the year will not 
compare favourably with the same period 
in 1974. However, we do expect an 
improvement in the second half of the; 
year if the economy recovers as anticid 
pated. The last half of the year will also 
benefit from the effects of our read 
capacity and expanded marketing pro-\ 
grams. 


We wish to express our sincere apprecia- 
tion to our customers, to our suppliers, 
and particularly to our employees without 
whose loyalty and dedication the progress 
of United Tire would not have been 
possible. 


Kobl berth Uastic BA 


Charles Sherkin 
President 


Robert Scolnick 
Chairman 


May 30, 1975. 


THIS IS UNITED TIRE.... 


We design, manufacture, retread and ser- 
vice tires that keep the mining, forestry, 
construction and transportation industries 
MOVING. 


That's a simple, straightforward definition 
of what United Tire does, and the nature 
of its market. We think it deserves some 
elaboration. 


United Tire started out some 30 years ago 
in Toronto as a modest tire-retreading 
enterprise launched during the post-war 
surge toward recovery. 


That the Company evolved into a kind of 
Canadian David in the midst of multi- 
national Goliaths is a tribute to the re- 
sourcefulness of its management. and, 
later on, to the faith of its shareholders. 


Today, United Tire is the only Canadian- 
owned manufacturing company in the tire 
industry, and the Company’s exports of 
new and retreaded tires to more than 30 
countries Is growing significantly. 


We grew to our present size because we 
knew what we were, corporately speaking, 
where we were headed, and the markets 
we should concentrate on. 


There was some agonizing, of course, and 
some rethinking and restructuring along 


the way, but we have never strayed from 
our objectives: to produce demonstrably 
superior products that keep vehicles rolling 
and productive, and to offer an efficient 
service when that becomes necessary . 


The United Tire product line is a full 
range of new and retreaded tires for on 
and off-the-road vehicles, from gigantic 
200-ton ore haulers to the more familiar 
% ton pickup trucks. 


The combination of product and service 
is without equal in the industry, and 
it has been a successful and rewarding 
format. 


The Company has expanded swiftly, par- 
ticularly since 1971, with some 450 
management and staff people in 19 
branches from British Columbia to New- 
foundland. We have warehouses or dis- 
tributors in the majority all of our export 
markets. 


1971 was the year the Company establish- 
ed the first Canadian-owned plant pro- 
ducing tires for off-the-road vehicles. 


The new tire manufacturing plant in 
Cobourg, Ontario was recently enlarged 
to 210,000 square feet. Our research and 
development group in the plant perfects 
new designs, manufacturing techniques 
and compounds that keep extending the 
life of our tires. 


UNITED TIRE & RUBBE 
CANADA CUSTOMS BONDED CARRIER 
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The Company is constantly developing 
new tire sizes to keep up with new models 
of mining, forestry, construction and trans- 
portation vehicles and is actively engaged 
in the custom design and development of 
new tires for new equipment. 


We are also the first Company to incor- 
porate Dupont’s new Kevlar tire cord 
fabric as standard in a complete line of 
skidder tires for vehicles used in forestry 
operations. 


Our retreading facility in Toronto, the 
largest in Canada, can retread all tire sizes, 
for the smallest passenger cars and trucks 
to the largest off-the-road vehicles. 


The retreading equipment used by United 
Tire nearly duplicates new tire manufac- 
turing equipment, and is the most ela- 
borate and sophisticated machinery of its 
kind in the world. This allows the Com- 
pany to guarantee lowest end-cost per- 
formance. 


We have also developed a new way of 
remoulding radial truck tires to new tire 
specifications that are guaranteed to equal 
new tire performance. We call this pro- 
gram ‘UNIVEX’ 


Our on-call or on-site service in_ all 
branches across Canada Is linked by com- 
puter and relies on 61 trucks and staff 
able to handle the largest tires, and 
supported by warehouses kept well 
stocked by a fleet of 39 tractor trailer 
units. 


The international demand for the pro- 
ducts of Canada’s mines and forests and 
the pace of heavy construction and trans- 
portation services in Canada will continue 
to accelerate. 


As it grows, United Tire will grow, and 
make its contribution to the progress of 
the country. 


UNITED TIRE & RUBBER CO. LIMITED 


and subsidiary companies 


Consolidated Balance Sheet 
As at December 31, 1974 


ASSETS 1973 
Current assets 
Term deposit $ ° 154,338 
Accounts receivable 3,490,177 
Marketable securities, at cost which approximates 
market 17-COO 
Inventories, (note 1) 4,370,155 
Prepaid expenses 209,456 
C2426 
Fixed assets (note 1) 
Land, buildings, equipment and leasehold 
improvements, at cost 8,193,080 
Less: Accumulated depreciation 2,702,904 
5,490,176 
Other assets 
Unamortized financing costs (note 1) 140,088 


$1387 17390 


UNITED TIRE & RUBBER CO. LIMITED 


and subsidiary companies 


Consolidated Balance Sheet 
As at December 31, 1974 


LIABILITIES 


Current liabilities 
Bank indebtedness (note 2) 
Accounts payable and accrued liabilities 
Income taxes payable 
Dividends payable 
Current portion of long term debt 


Long-term debt (note 3) 


Deferred income taxes (note 1) 


SHAREHOLDERS’ EQUITY 
Capital stock (note 4) 
First preference shares, Series A 
Common shares 


Retained earnings 


The accompanying notes are an integral part of the consolidated financial statements. 


On Behalf of the Board 
Robert Scolnick, Director 


_Charles Sherkin, Director 
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$ 1,855,522 
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610,466 


5,449,314 
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UNITED TIRE & RUBBER CO. LIMITED 


and subsidiary companies 


Consolidated Statement of Earnings 
For the year ended December 31, 1974 


Sales 
Cost of sales and expenses 


Cost of sales, operating and administrative expenses 
before the undernoted items: 


Depreciation (note 1) 
Interest on long term debt 
Other interest 


Earnings before income taxes and extraordinary income 
Income taxes (note 1) 


Earnings before extraordinary income 
Extraordinary income (note 5) 


Net earnings 


Earnings applicable to common shares 
Net earnings 
Less: Dividends — first preference shares, Series A 


Earnings per common share (note 6) 
Before extraordinary income 
After extraordinary income 
Average number of common shares outstanding 


Consolidated Statement of Retained Earnings 
For the year ended December 31, 1974 


Balance, beginning of year 
Add: Net earnings for year 


Less: Dividends — first preference shares, Series A 


Share issue expenses written off (net of income 
taxes of $23,000) 


Balance, end of year 


| 1974 


$27,100,267 


22,790,063 
977,635 
451,112 


227,687 
24,446,497 
2,653,770 


1,232,799 
1,420,971 
374,500 


$ 1,795,471 


$ 1,795,471 


103,854 — 


$ 1,691,617 
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1974 


— 


$ 267,961 


1,795,471 
2,063,432 
103,854 


103,854 
$ 1,959,578 | 
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1973 


$ 59,212 
27109 


346,341 


28,867 


49,513 


78,380 


$ 267.961 


UNITED TIRE & RUBBER CO. LIMITED 


and subsidiary companies 


Consolidated Statement of Changes in Financial Position 


For the year ended December 31, 1974 


Source of funds 
Operations 


Net earnings for year before extraordinary income 
Charges not requiring an outlay of funds: 


Depreciation 
Deferred income taxes 
Amortization of financing costs 


Total funds from operations 
Other 
Extraordinary income (note 5) 
Increase in long term debt 
Issue of preference shares 


Use of funds 
Purchase of fixed assets 
Financing costs 
Decrease in long term debt 
Share issue expenses 
Dividends 


Increase in working capital 


Working capital, end of year 
Working capital (deficit), beginning of year 


Increase in working capital 


1974 


— $ 1,420,971 | 


977,635 
636,600 


14,503 


3,049,709 


3,049,709 


1,614,492 


103,743 


103,854 


1,822,089 


$ 1,227,620 


$ 4,019,432 
2,791,812 


$ 1,227,620 


( 


1978 


$ 100,691 


Oo) lo 
177500 
4,937 


960,253 
186,438 


27,136,818 
1,500,000 


4,785,509 


1,082,011 
145,025 


49,513 
28,867 


1,305,416 
$ 3,480,093 
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$ 3,480,093 


UNITED TIRE & RUBBER CO. LIMITED 


and subsidiary companies 


Notes to the Consolidated Financial Statements 
As at December 31, 1974 


1. ACCOUNTING POLICIES 

Principles of Consolidation 

The consolidated financial statements include the accounts of United Tire 
& Rubber Co. Limited and all its subsidiary companies. 


Inventories 

Inventories are valued at the lower of cost and net realizable value with 
cost being determined using the first in, first out method. Inventories 
consist of the following: 


1974 1973 
Finished goods $2,995,670 $3,353,484 
Raw materials Ui exXey //1\7/ 1,016,671 
$4,732,387 $4,370,155 


Fixed Assets 

The fixed assets are valued at cost and are depreciated on the straight-line 
basis at rates sufficient to amortize the cost of the assets over their 
estimated useful life. 


The fixed assets consist of: 


Estimated Useful Life 1974 1973 
Land _ Sebe 288 $ 39,857 
Buildings 20 years 141,218 141,218 
Equipment 5—10 years 8,862,041 7,375,946 
Leasehold improvements Term of lease Seale 636,059 
9,807,658 8,193,080 
Less: Accumulated depreciation 3,680,625 2,702,904 


$6,127,033 $5,490,176 


Financing Costs 
The Company’s policy is to amortize these costs over the term of the 
financing. Amortization for the current year amounted to $14,503. 


Income Taxes 

The Company's policy is to provide for income taxes using the tax alloca- 
tion method. For income tax purposes, the Company has claimed capital 
cost allowances and other deductions which are in excess of depreciation 
and other charges recorded in the accounts. The resulting deferred income 
taxes have been provided for in the accounts and may become payable in 
years when depreciation and other charges recorded in the accounts are in 
excess of capital cost allowances and other deductions. 


Income tax expense consists of the following: 


1974 1973 
Current income taxes $ 596,199 $60,436 
Deferred income taxes 636,600 17,500 
$1,232,799 $77 936 


Research and Development 


Research and development expenses are written off in the year in which 
they are incurred. 


2. BANK INDEBTEDNESS 

The bank indebtedness includes a current bank loan of $675,000 secured 
by a general assignment of book debts and by a $3,500,000 demand 
debenture containing a first fixed and specific charge on all of the Com- 
pany’s present and future book debts and all inventories. 


3. LONG TERM DEBT 
This consists of: 


1974 1973 
914% Sinking Fund Debentures $3,000,000 $3,000,000 
9% Debenture 225,069 259,049 
Forgivable loan 100,000 — 
9% Series A Debentures 680,000 800,000 
Chattel mortgages and finance contracts 630,191 407 327 
Other long term debt 246 857 466,005 
4,882,117 4,932,381 
Less: Current portion 663,945 610,466 
$4213) 72 $4,321,915 


9%% Sinking Fund Debentures 

The Company has issued $3,000,000 of 942% Sinking Fund Debentures 
due August 31, 1983, insured to the extent of 90% by the General Ad- 
justment Assistance Board. 


These debentures are secured by a fixed charge on all land, buildings and 
equipment of the Company and its subsidiary, United Tire & Rubber 
Mfg. (Toronto) Limited, and by a first floating charge on all other assets 
of the Company subject to the security held by the bank referred to in 
note 2. The Company has covenanted to establish a sinking fund provid- 
ing for annual payments on the following basis: 


August 31, 1975 — $150,000 
August 31, 1976 = 200,000 
August 31, 1977 — 250,000 
August 31, 1978 _ 300,000 
August 31, 1979 - 350,000 
August 31, 1980 - 350,000 
August 31, 1981 _ 350,000 
August 31, 1982 _ 350,000 
August 31, 1983 = 700,000 


The debentures prohibit the payment of any dividends in any year if, 
after giving effect to such payment, the shareholders’ equity falls below 
$3,500,000 or if the working capital would be reduced below the greater 
of $1,750,000 or a ratio of consolidated current assets to consolidated 
current liabilities of 1.3 to 1. In addition, the debentures prohibit the 
creation of chattel mortgages and finance contracts in excess of $621,000, 
limit the purchase of fixed assets and the payment of directors’ fees and 
management salaries, and restrict lease commitments. 


The debentures are accompanied by share purchase warrants entitling the 
bearers to purchase common shares of the Company on the basis of 50 
common shares for each $1,000 principal amount of debentures during 
the undernoted periods at the undernoted prices: 


Up to August 31, 1976 — $2.75 
From September 1, 1976 to August 31,1979 — $3.75 
From September 1, 1979 to August 31,1983 — $5.75 


9% Debenture 

The Company's wholly-owned subsidiary, United Tire & Rubber Mfg. 
(Toronto) Limited, has issued to the Ontario Development Corporation 
a debenture secured by a fixed mortgage on all tools, machinery, equip- 
ment and chattels as well as a floating charge on all of the subsidiary’s 
undertaking, property and assets. This debenture matures February 15, 
1980, and is repayable $4,370 monthly, including principal and interest 


at the rate of 9% per annum. The Ontario Development Corporation has 
postponed its rights under the debenture in favour of the 912% Sinking 
Fund Debenture holders. 


The Company has issued a $400,000 9% Debenture to the Ontario 
Development Corporation as collateral security for this indebtedness and 
for the forgivable loan noted hereunder. This debenture is secured by a 
fixed charge on specific equipment owned by the Company and is subject 
to the security of the 942% Sinking Fund Debenture holders. 


Forgivable loan 

During the year the Ontario Development Corporation advanced an 
additional $100,000 to the subsidiary secured under the above debenture. 
This advance is interest free and forgivable as to 10% on the first day of 
each of the second through sixth years commencing in the thirteenth 
month after the date of the final advance and the remaining 50% on the 
first day of the seventh year provided that the subsidiary, at all times 
prior to each of the dates upon which payment is to be forgiven, has 
operated its business in a manner satisfactory to the lender. Subsequent 
to the year end $10,000 was forgiven with respect to this loan. 


9% Series A Debentures 

These debentures are secured by a floating charge on the undertaking, 
property and assets of the Company and this security has been postponed 
and subordinated in favour of the charge created by the debentures re- 
ferred to previously. The Company has outstanding $680,000 of 9% 
Series A Debentures repayable as follows: 


Principal Amount Expiry Date Annual Repayment 
$225,000 June 1, 1979 $ 50,000 
455,000 June 1, 1981 70,000 
$680,000 $120,000 


Chattel Mortgages and Finance Contracts 

These obligations are secured by plant machinery and equipment, bear 
interest at an average rate of approximately 13% per annum, and are 
repayable as follows: 


I = $234,088 
ye = 189,170 
Oa 131,693 
19/3 — 75,240 

$630,191 


Other Long Term Debt 
This. consists of: 


An unsecured note bearing interest at the rate of 8% 
per annum and repayable $35,000 annually until maturity, 


May 1979 $157,500 

An amount due to the Ontario Development Corporation, 

including principal and interest, repayable $9,929 

monthly until maturity, September 1975 89,357 
$246,857 


4. CAPITAL STOCK 


Authorized 
1,993,300 First preference shares, par value $2.25 each, issuable in 
series, of which 893,300 shares have been designated Series A 
(1973 — 2,000,000) 
4,006,700 Common shares, without par value (1973 — 4,000,000) 
Issued 
1974 1973 
659,966 _— First preference shares, 7% cumu- 
lative, redeemable, covertible, 
Series A (1973 — 666,666) $1,484,925 $1,500,000 
2,506,700 Common shares (1973 — 
2,500,000) ZANOS;275 2,093,200 
$3,593,200 $3,593,200 


Each Series A preference share is convertible into one common share. 
During the year the Company issued 6,700 common shares on the con- 
version of the same number of first preference shares, Series A. 


The Company has reserved 125,000 common shares for issue under its 
Employee Stock Option Plan. As at December 31, 1974, options for 
47,000 common shares were outstanding as follows: 


Number 
of Shares Option Price Expiry Date 
43,500 $2.25 1983 
3,500 $2.30 1984 


The Company has also reserved 150,000 common shares for the exercise of 
the warrants outstanding under the terms of the 942% Sinking Fund 
Debentures. 


5. EXTRAORDINARY INCOME 
This consists of the reduction of deferred income taxes on application of 
prior year’s losses. 


6. FULLY DILUTED EARNINGS PER SHARE 

If it were assumed that all the first preference shares, Series A, outstanding 
as at December 31, 1974, had been converted into common shares as at 
January 1, 1974, and all stock options and share purchase warrants 
outstanding as at December 31, 1974, had been converted into common 
shares as at January 1, 1974, the earnings per share for the year would 
have been as follows: 


43.0¢ 
54.1¢ 


Earnings before extraordinary income 


Net earnings for the year 


For the purpose of calculating the fully diluted earnings per share, the 
earnings were increased by imputed interest after income taxes, assuming 
that the funds derived from the exercise of the stock options and share 
purchase warrants were invested to produce an annual return of 10% before 
income taxes. 


The number of common shares was adjusted to reflect the additional 
shares that would have resulted from the foregoing. 


i MEEASES 


The aggregate minimum rentals payable (exciusive of taxes, insurance and 
other occupancy charges) under long term leases in effect December 31, 
1974, for head office, branch and plant locations for each of the periods 
shown below are as follows: 


ISVS — $ 441,702 
SCs oS OR 1,704,766 
(Ps wis = 90379738 
1986 to 1991 = 575,194 


The annual rental obligations under lease contracts for vehicles and equip- 
ment amount to approximately $118,000. 


8. COMMITMENTS 


The Company has purchased or made commitments to purchase additional 
fixed assets for delivery in 1975 amounting to approximately $2,000,000. 


9. EVENT SUBSEQUENT TO BALANCE SHEET DATE 


In February 1975 the Company purchased the business and principal 
assets of its Canadian distributor, United Tire of B. C. Limited, for 
$679,300 payable $275,000 on closing and the balance by way of a 
promissory note in the amount of $404,300, bearing interest at the rate 
of 84% per annum, repayable in twelve equal monthly instalments to 
January, 1976. 


10. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


The aggregate direct remuneration paid during the year by the Company 
to directors and senior officers of the Company as defined by the Ontario 
Business Corporations Act was $440,744 (1973 — $209,016). 


11. COMPARATIVE FIGURES 


The figures for the previous year have been reclassified where necessary to 
conform with the current year’s presentation. 


Auditors’ Report 


To the Shareholders of 
United Tire & Rubber Co. Limited 


We have examined the consolidated balance sheet of United Tire & Rubber Co. Limited and subsidiary companies as 
at December 31, 1974, and the consolidated statements of earnings, retained earnings and changes in financial posi- 
tion for the year then ended. Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our Opinion these consolidated financial statements present fairly the financial position of the companies as at 
December 31, 1974, and the results of their operations and the changes in their financial position for the year then 


ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 


Toronto, Canada 
AOKI oon 


Wm. Eisenberg & Co. 
Chartered Accountants 
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FINANCIAL REVIEW AND ANALYSIS OF OPERATIONS 


EARNINGS 

Earnings before extraordinary income 
were $1,420,971 or 52.6¢ per common 
share. Fully diluted earnings before extra- 
ordinary income were 43.0¢ per common 
share. 


EXTRAORDINARY INCOME 

The extraordinary income of $374,500 re- 
sulted from a reduction in income taxes 
on application of prior year’s losses. This 


increased the net earnings after extra- 


ordinary income to $1,795,471 or 67.6¢ 
per common share. Fully diluted net earn- 
ings were 54.1¢ per common share. 


SALES 

The Company records sales after deducting 
sales taxes, freight out, brokerage, duty 
and sundry discounts. Sales increased from 
$18,545,532 in 1973 to $27,100,267 in 
1974, an increase of 46%. 


Sales growth for the main part is attri- 
buted in part to higher volumes attained 
in various geographic areas and markets, 
but the passthrough of increased raw 
material costs were also a contributing 
factor. 


The breakdown of sales is as follows: 


1974 % 1973 %_ 
New Tires $20,813,074 76.8% $12,892,800 69.6% 
Retreads AVC TP Wai SANSA NS AOL 
Industrial 
Rubber 879,016 Se LS 4es3 WAL 
Service 340,887 (lee 266,883 1.4 
Wheels & 
Rims 306,727 loi 230,270 12 


Miscellaneous 137,791 0.5 99,493 0.5 


$27,100,267 100.0% $18,545,532 100.0% 


EXPORTS 


The Company has continually increased 
its penetration in the world export 
market. Sales of $2,846,181 were made 
to customers in 28 countries in 1974. This 
represented 10.5% of the Company’s total 
sales. 


INCOME TAXES 


The Company’s consolidated tax rate for 
1974 was 46.5%. The effective rate of 
income tax for the manufacturing oper- 
ation was 42%. The effective rate of in- 
come tax for the distributing operation 
was 52.5%. The tax rate for the distribut- 
ing operation includes the effect of the 
10% surtax effective May 1974. 


INTEREST COSTS: 


Interest on long-term debt increased from 
$392,923 in 1973 to $451,112 in 1974. 
Other interest decreased from $230,274 
in 1973 to $227,687 in 1974. During the 
year the prime bank rate rose from 9%2% 
to 11%% and has since been lowered to 
9% in 1975. The Company pays its bankers 
interest at the rate of %“% over the prime 
bank rate. Interest on long-term debt and 
other interest applicable to operating loans 
have been shown separately on the con- 
solidated statement of earnings. 


PENSION PLAN 


The Company did not have a pension 
plan for either its union or non-union 
employees and as a result there were no 
pension costs in 1974 nor were there any 
unfunded pension costs as of December 
31. The Company in its recent agreement 
with the union has undertaken to install 
a pension plan at its Cobourg plant in 
CHESS, 


CAPITAL EXPENDITURES 


The tire manufacturing industry is highly 
capital intensive and requires large capi- 
tal expenditures each year to improve 
productivity, increase capacity and lower 
manufacturing costs. Investment in new 
plant and equipment increased sharply 
during 1974, and was 49.2% above 1973. 
In total, $1,614,492 was invested in fixed 


assets during 1974. Capital outlays during 
1975 are expected to exceed $2,500,000. 


DEPRECIATION 


Depreciation for the year was $977,635. 
This is a major part of the cash flow 
generated by the business. The present 
tax laws allow accelerated depreciation to 
be taken which helps fund the investment 
in fixed assets from deferred taxes. The 
Company has for income tax purposes 
claimed depreciation in excess of the 
amount recorded in the accounts, resulting 
in a loss carry forward which. is available 
to reduce taxable income in future years. 
Because of heavy equipment expenditures 
and the accelerated depreciation referred 
to above, income taxes payable by the 
Company’s manufacturing operations 
should be deferred for several years. 


LONG TERM DEBT 


The Company's long-term debt decreased 
from $4,321,915 in 1973 to $4,218,172 
in 1974 while its shareholders’ equity 
increased from $3,861,161 in 1973 to 
$5,552,778 in 1974. As a result there 
was a pronounced improvement in the 
debt to equity ratio which now stands at 
$76 of debt per $100 of equity. The 
Company now has $3.85 of net tangible 
assets per dollar of long-term debt, up 
from $3.18 last year. Earnings of the 
Company in 1974 covered interest on the 
long-term debt approximately seven 
times. 


WORKING CAPITAL 


There was an increase in working capital 
from $2,791,812 to $4,019,432. The ratio 
of current assets to current liabilities was 
1.66:1 at year end. Our quick asset ratio 
Increased to .85 from .67 in 1973. All 
of our increase in working capital came 
from operations. 
The summary of the increase in working 
capital follows: 
Increase in Working Capital 

Total Funds from 


Operations $3,049,709 


Decrease in Working Capital 
Purchase of Fixed Assets $1,614,492 


Decrease in long term debt 103,743 
Dividends 103,854 


$1,822,089 


Net Increase in Working 
Capital De 2 O20) 


BANK INDEBTEDNESS 


Substantial sales growth in 1974 neces- 
sitated increasing our bank line of credit 
from $2,500,000 to $3,500,000. 

In light of our present sales forecasts, 
projected increases in our inventories and 
receivables, we expect to be using the 
higher range of our line of credit. Inven- 
tories were low in 1974 and we plan to 
increase them in 1975 to improve our 
service to customers. Turnover of receiv- 
ables, however, is expected to improve. 


RAW RUBBER 


The Company's major raw material cost 
in the manufacture of tires and retreads is 
raw rubber. Purchases are made from 
Malaysia and Indonesia for delivery 6 
months in advance of requirements. The 
cost of raw rubber fluctuated wildly in 
1974 ranging from a high of 55¢ Ib. toa 
low of 25¢ Ib. The cost has stabilized in 
1975 within a range of 26¢lb. to 30¢ Ib. 
The Company has purchased the majority 
of its 1975 requirements at the low end 
of the range of prices. 


OPERATING RETURN ON SALES 


The operating return on sales recorded by 
United Tire in 1974 was 5.2%. The return 
on sales by the U.S.A. multinational tire 


manufacturers were as follows: 


Goodyear Tire & Rubber 3.0% 
Firestone Tire & Rubber 4.2% 
Uniroyal 2.1% 
B.F. Goodrich 2.7% 


RETURN ON TOTAL ASSETS 
AND RETURN ON EQUITY 


The return on total assets was 10.2%. The 
return on total preferred and common 
equity was 36.8%. The return on common 
equity was 60.1%. 


Shareholder’s equity now. stands at 
$5,552,778 which represents 33.9% of 
total assets of $16,358,969. 


SIX YEAR FINANCIAL 


REVIEW 


Eleven 


Ended December 31 


Months Ended 


December 31 Years Ended January 31 


Operating Results 1973 
Sales $18,545,532 
Depreciation sien Was 
Interest 623,197 
Income Taxes 77,936 
Earnings before 

Extraordinary Income 100,691 
Extraordinary Income 186,438 
Net Earnings 287,129 
Capital Expenditures 1,082,011 
Cash Flow from 

Operations 960,253 
Performance Measurements 

Operating Return 

on Sales 0.5% 
Return on Total Assets 0.8% 
Return on Total Equity 4.7% 
Return on Common Equity 4.8% 
Working Capital Ratio 54 
Quick Asset Ratio 0.67 
Working Capital / Assets 0.20 
Debt/Equity Ratio eZ 
Interest Coverage on 

Long Term Debt 1ESX 
Financial Position 

Working Capital S$ 2°791,812 
Accounts Receivable 3 490477 
Inventories 4,370,155 
Fixed Assets (Gross) 8,193,080 
Total Assets 13,871,390 
Long Term Debt #2 864,321,915 
Shareholders Equity 9992/78 3,861,161 
Equity/Common Share ($) — 162 0.94 
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